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RESIDENTIAL CONSTRUCTION IN 1955 


T HE construction volume data in this bulletin are the most complete infor- 





mation avaiiable. This information is divided into two sections. The 

first is a series of charts showing the rate of residential construction in 
168 principal metropolitan areas from 1920 to 1955. The second section isa table 
showing the annual residential construction volume from 1942 to 1955 in the more 
than 2,200 municipalities that make up the 168 metropolitan areas. The annual 
total of each area is also shown. 


At the bottom of this page is a chart showing the rate of residential construc- 
tion in metropolitan areas of different sizes. A glance at this chart shows that 
since 1950 the highest rate of residential construction has taken place in meiro- 


politan areas with 500, 000-1, 000, 000 population. 


While 1955 was the second-best year for nonfarm residential construction, it 
was also the second-best year for private builders. A very small number of pub- 
lic housing units were started in 1955, only 19,700, a gain of 1,000 over the 1954 
total. The comparison between public and private starts in 1954-1955 can be 
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seen in the table below. You can also see the comparison between the number of 
starts in metropolitan areas and nonmetropolitan areas in 1954 and 1955. 


NEW DWELLING UNITS STARTED 


Increase 
1954 1955 Number % 
Total nonfarm 1, 220, 400 1, 327, 900 107, 500 +8.8 
Metropolitan areas 896, 900 975, 300 78, 400 +8.7 
Nonmetropolitan areas 323, 500 352, 600 29, 100 +9.0 
Privately built 1, 201, 700 1, 308, 200 106, 500 +8.9 
Publicly built 18, 700 19, 700 1, 000 +5.3 


Last year was very nearly a record for private builders. Their total of 
1, 308, 200 starts was more than 200, 000 higher than any year except 1950 and 
1954. This total was 106, 500 higher than the preceding year and within 3.3% 
of the all-time high in 1950. If no no-downpayment loans had been allowed for 
another month or 6 weeks longer, the 1955 private total would have undoubtedly 
surpassed that of 1950. 


Insofar as 1956 is concerned, it is hard to reconcile Albert Cole’s predictions 
with the supply of mortgage money, which is once more becoming tight. Mr. Cole 
is steadfast in holding to his prediction of 1, 300, 000 starts for this year. He 
explains that he believes the construction industry will find the funds necessary to 
permit a rising volume toward the end of the year. This is what happened in 
1950. The difference between now and then is that credit was expanding rapidly 
in 1950, while it is either in a static condition or contracting today. Moreover, 
the Federal Reserve, which is not accustomed to frivolous behavior, gives all 
the signs of meaning business when it comes to credit tightening. Rediscount 
rates have all been raised - again - and the prime rate for the big New York 
banks has likewise moved up. 


This does certainly not create an atmosphere of easy borrowing, or of lower 
rates. It is perfectly true that Government policy on credit restraint can change 
as quickly as the wind that William McC. Martin is so fond of leaning against. 
Nevertheless, it takes a long time for a Government move to ease credit to be 
translated into rising housing volume. As a rule speculative builders don’t specu- 
late any more than they have to. They deal in prior commitments, and when prior 
commitments aren’t forthcoming, housing volume falls off. 


Volume construction activity is not a phenomenon that can be turned off and 
on like a faucet. It requires land purchases, planning, development, and most of 
all the assurance that the houses won’t go begging when built. The best assurance 
that builders want is freewheeling home financing. Furthermore, the assurance 

(cont. on page 170) 
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EXPLANATION OF CHARTS 


ESIDENTIAL building in all metropolitan areas of the United Statesas defined by the 1950 
R: ensus is charted on the following pages. The 168 areas include all areas in which the 
‘entral city had a 1950 population of more than 50, 000. 


In each city all suburbs, incorporated and unincorporated areas, have been contacted and 
every effort has been made to make this report as complete as possible. In most cities it has 
been possible to include practically all of the suburbs within the metropolitan area. For exam- 
ple, the New York C ity and Northeastern New Jersey area figures include the building in 326 
suburban communities; the Chicago area includes building in 166 suburban communities; Phila- 
delphia, 161; Detroit, 101; Los Angeles, 63; and Cleveland, 61. In all, more than 2, 300 
communities are represented in these charts. 


On the charts the figures are expressed as the number of new family units started per 
10,000 families in each metropolitan area as indicated by building permits. In non-permit- 
issuing areas, we requested the tax clerk to report to us the number of dwelling units added 
to the tax roll each month. In this computation, a single-family dwelling counts 1, a 2-family 
dwelling counts 2, and a 24-family apartment counts 24. All public housing and war housing 
projects have been included, along with buildings that were privately built and financed. 


The blue italicized numerals on each chart give the number of new family accommodations 
built in the last 3 months for which figures are available. These are actual figures and are not 
adjusted for the number of families. The red italicized numerals give the corresponding fig- 
ures for the corresponding period of a year ago. 


It should be noticed on the individual charts that separate averages (medians) have been used 
for four groupings of metropolitan areas. The average number of new family accommodations 
built per month per 10, 000 families is shown from 1920 to the present for metropolitan areas 
having from 50,000 to 250,000 people (the solid red line); for areas having from 250, 000 to 
500, 000 people (the beaded red line); for areas having from 500, 000 to 1, 000, 000 people (the 
dash-dot line); and for those areas having a population of over 1,000, 000 (the dashed red line). 
Ninety-one areas fall into the first category; 44 into the second; 19 into the third; and 14 into 
the fourth. 


On each area chart is shown in red the national average for areas in its grouping in contrast 
to the blue line, which shows the figures for the specific area, The averages used on the area 
charts are medians. A median average is found by arranging the data in order of size and se- 
lecting the amount at the midpoint. Because a median average thus eliminates the influence 
of the two extremes, it gives a very good picture of the typical area in each group. 


On the chart on the front page we have also shown national averages for each of the 
groupings of metropolitan areas: (1) 50,000 to 250, 000 population; (2) 250, 000 to 500, 000 pop- 
ulation; (3) 500,000 to 1,000,000 population; and (4) 1,000,000 population and over. These 
averages should more properly be called arithmetic means. An arithmetic mean is obtained 
by adding the amounts of all the items and then dividing by the number of items. It will be no- 
ticed that the arithmetic mean, being influenced by areas with a greatly accelerated rate of new 
building, is above the median average of each of the groupings. The arithmetic means are given 
for each grouping in order that a comparison of new building on a volume basis may be made. 


We repeat, the chart on the front page shows the arithmetic mean of the construction 
rate in the different-sized areas. The red line on each of the individual charts shows the na- 
tional average for the group in which each area belongs, making it possible to compare the rate 
in one area (blue line) with the average rate of all other areas of comparable size (red line). 
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(cont. from page 124) 
should be available early in the year. So far it is 
lacking in 1956. Indeed, it is only Mr. Cole who 
through implication keeps telling the builders that 
all will be well. 


We don’t believe it. There’s certainly no col- 
lapse of home building in sight, but we think that any 
marked improvement inthe credit picture will 
emerge too late to boost construction volume to the 
level Mr. Cole envisions. 





